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. Threatened by compétitive diversification and ‘by
increasing costs, the United States Postal Service has. investigate&
two potential cost reducing systems: (1) a microsystem which would:
fransnission betwéen major markets and

(2) a ﬁacrosystem which could take digital input such as utdlity
'bills and deliyer a hardcopy to receivers anywhere in the country.
The first systém would be most  appropriate for business-to-business
deliveries, but the most lucrative péttion of this market will
‘probably be captured by independent competitors, The second system’
«requires a massive capital investment, .and it would probably still
require hand-carried deliveries, the most expensive component of mail
handling. If customers are willing to accept electromnic oufput,
1mpress1ve economies of scale can be ohtalned through the use of
slectronic systen§, (BMH) -
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ELECTRONIC MAIL: DEFINING A ROLE FOR THE U. S. POSTAL SERVICE

e R ., ! - 1

- - -

" Before launthing inté a discussi?n“of the futurg.role
& I e ’ / ) .
of the Postal Service, vis-a-vis electionic mail, let me
4 e v - ke
¥ . Lo LY ¢ "
sﬁress'that my remarks do not constitute an "official® position-*

*

afnthe Postal.Service. ' Ag Director of’Straﬁggic Planning, one

" of my critical functions' is'to endourage speculation about’

fﬁtqre_;Evelopments which represent threats:and obpﬁftuﬁities'
fof‘USPs. Eléctronic mail concepts obviously fall within this

area and we are anxious to gtimu}late useful discussion of the

]

- ' - v

subject both within the Postal 'erviée-and without.

I think that I have spent /the best part of thd pést week

redefining my own pOSitiOn oh'thejgubject, and I hawve been ﬁUSy
rewriting some of that during this morning's dﬁfcussion. Thus -

‘what I have to séy today should not be seen as any- kind of R

t
>

official.stance. -

. Recgntly USPS has been deﬁpuﬁﬁed 0; a number of occasions .
Iﬁ; alcohgsessmaﬁ for being "yoefqlly_behind in itg ﬁ%ograms to | .
harness'nQW'technolagy fﬁr the transﬁission of.ihfbrmation.f{“ﬁ
During tﬁﬁa cpnference'and in previous forums I have been told’ ,f

I >
that the;f%sté; Service has_heen bypassing great opportunities

-
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competitive telecbmmunicaﬁions syq;emg will precipitate the .

-separagely. First, the Postal Service is threatened by

leap into electronic trxfnsmission of the mails presents anether

[

’ I * ' . " >

ipwthe field of electronic majl. Many people within and

' X

- without the Postal Servige argue that we>must "do something”

L] .

quickly, or face the likelihood that diversion of mail to . <

collapse of the Postal Service. g .

I believe that we should evaluate these statements ' .

- -

competitive diversion. Something on the order of 47% of postal

revenues stem from handling financial transactions. ‘ Another 20%

comes from processing something which we call correspondénce.

There are'a number of EFTS schemes that wbu;d reduce- or eliminate

-

the financial transactions handled by the Postal Service: The

growing availability of cheap broadband communications will

facilitate pﬁf wide" economic use of facsimile, mag tape type-
- , . L 4. .

writers and other devices that compete with ' traditiondl postal

-

13

. Ll »

corresgbndenge. Thus at some ﬁoint in'the future,. two-thirds

(L)

of postal revenues are subject to diversion.-

Whethér this meang that the Postal Sérvice can and.should

3 .
set of issues. Let me lustrate 'these by recapping some of ’
the thingé which the PostidN Service haF done and what has been

. o
discussed in terms of futureNglectronic mail concepts.
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- Recent cfforts have been focused on QLO conéepts:'

1. A "micro” system which would;proviée fast, .

reliable and consistent service between major

. ‘markets. “This'woﬁld be similar to the present

-~

Mailgfam sérvice offered- through Weétern Uniqn,,‘
., but.pxobably-wouldqbe a facsimile system.’ '
. Such a System probably would offer some type
« i .

of cxpedited delivery at ‘the destination office PR
’ *, .”0 - . . . .

. : o and, like M?ilgram;provide for remote eiecprgnicf

b input, possibIy through USPsfiEased-termiﬁals.
- + This would bé a hiéhrpriced'ébrvice aimed at

, a relatively narrow segment of the parketpiacé.

Fl

. 2. A "macro" system, designed to reduce the «

-
- ~

relative cost.of sortihgland transporting
a significaqt portion of first class mail. s

While such a system could be structured to

‘ ' accommodate individual letters entered thyéuéh j
’ ~ . . ; .
-, | | lobby walk-in or word procdessing Férmin s, ;j
the primary market would be mass mailings '
;’. - ’"suéﬁ as utility bills éntefiné-éhe's séem‘in‘

+

! . 1 hd

~digital form. Thidg type of system would provide

. fastcr service for long distd
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s . , ~
increased .reliability and qdnsistené§‘¢f
'1.2 ' dellvery It would not reduce significdhtly
. "the transit time for the majonlty of the mail

that is degtinéd for local  or nearby_ delivery

el
.

Both of ghese concepts arelconstrained by a traditional

definition 0f mail. They utiliza\ﬁaid copy output‘which'is
; B : N A )
‘made available for customer pick-up ab a poglal facility or
@eIivered by a letter carrier (either on an expedited basis or

as part of the routine daily*delivery.prﬂpess). ,Hgnry‘GglléE
“has suggested that tbe?e ééelﬁo majqr legal or policf.questi;ns
préwent;pg tﬁe Postal Service from gperating such éystems &ﬁgﬁﬁ
we agree,with that analysisi *Qur problem with developing and
implemcntiﬁg such concepts is~one of eéoqomics. Let me e#pla}n
our problems with each system

In the cage of the micro syatem, I w;ll,note first that
facsimile i; a cgntury-d&d ‘Dbriddsmaid. People havoAdqscribcd
it as a.thrcathtq.ihe Post Officclbr a gréat opportuﬁity-for
- dogg?cs. Writing in the Annual Rgpor? of fh?Z, Postﬁasécr
Gencral donathan Creswell staied-

- "The probablc Jimpllflcatlon of the fac-similc

system of Caselli, by whieh an exact copy of anythlng

that’ can be drawn or written may be instantaneously

made to appcar at a distance of hundreds of miles froml .

4 »
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the original; and the countless other appllcatlons

of elactricity to the transmission of intelligence

yet to be made, -—- must sooner or later interfere

most seriously with the transportation of letters

by the slower means of the post." - s

N . L ¢ .
Obviously the technology has been around for a long time.
The proklem has been finding a market, within the economics of °

. . ] e . :
~ the technology. We &ll kpow;%bat the_egonomics of facsimile

h)are improving, but there is still considerdble question as to

the future demand for such a service. - K

L

" Most of our rescarch to date suggests that the most

promising market for_a facsimile system consists of business-

to-business” traffic in geographically concentrated areas. But

if the Postal Sexvice conters. this market and develops it, there
* . - 4’ L[]

' is a marked likelihood that specialized common carricrs can
o \ =y
pick-off the high density market while the Postal Service

o - -

' operatcs undbr’ contimuing pressure from the Postal Rate Commission
ot the Congress to.universalize the scrviee to less profitable

v © areds. More impontantlyr specialized common carriers would be

y able to proviﬁe_elécfronic outpﬁt on the user's-premiseé, #hus
eliminqt&ég ;he cost, "delay and possible uncertuinties'df having
‘ é,pdﬁtnl carrier deliver'a final ﬁa:d copy. ‘

*' - * " - ! I + +
Perhaps I am seeing a threat where none exists. A facsimile

system between major metro Arcay can be launchedwith a |

-EBEC‘ o | o, O | | ‘
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relatively small capifal investment. Perhaps a national

system opcra!éd by the Postal Service could provide the

' ' b c.‘.h
cconomics of scale and the wider .accessibility that ‘would N

. e ea T a . ¢ . T
crcatec a new market for facsimile gervices. -We think that the
N . R i

conchpt iz worth continucd exploration and we are pursuing it.
. - . P AETE .
‘Any decision to implement such a system, however, must be

based upon better cconomic justification than is available

presently, nat the a&ailability of the technology oi the

! - b4 . .
asscrted presence of a threat. - - v
_— . 1
Looking at a macro conéept, I scc similar problems. -
L ) . . 4" ) » ”»
There seems little doubt that USPS could develop a system

‘
to accept large billings on mag tape, sort and £ransmit the

“ data cle¢tronically and print-out the bill at the destinating
post officce. Presumably wé could do the' same with social

security checks and other large payments. Conceivably we could

do it with correspondenec prepared on magndeic stOﬁggc type~

writers or entering the system via Telex -- a_la Mailgram.

e 3

The technology to do these tﬁings cxists, and most authoritics

-

_probably would agrece that ‘there is no major policy issuc a
involvnd.ﬁs long as the final output of the system is a hard

cbpy delivered by a postai letter carrier. -
X\ : ' .

Y
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* . We have not built such a system to date, hdwever,

because.no one has been dble to show that it mgkes cconomic
N N o * . T I.. . oy -

sense jo do so. . i .
:J ’ I - I 3. - ' 21
The most optimistic forecaats that I have sgen for a

- €
'l\'_.
¢
. - PR 5
- \ .

. macro electronic mail system suggest that -we might be able

na L] -
+ 3

to force one-thlrd of our total mail volume through it. Taking

h‘t

some other optimistic assumptxens, that mlght Lransl?te 1nto.

- L]

a bllllOn dollaxs a year in annual savings. Moro realistically,

e probably are bnlklng'about half a billion. R
S 1

Now I do not want to sneer at the pr03pecté of shviﬂg a

&

billion or-even half a billion dollars annually -- th#t’s a .

’ lot of money:cven for us; that would be beLween 3% - an? 7% of

- - our annual budgq; for next year. But ~= it entails ajmajor

-

investment of money,.proﬁably a billion dollars at thé¢ minimum,
y ™ '

. and it entails considerable risk‘in terms of technolo&y and .

b ; —

|

market acceptance. ' w

- . L]

Implementation of such a system would be ycars dff,

” ' - . .
increasing those risks accordingly. . ’ .

. The biggest risk, of course,. is that evenfﬁal_déveloPment v
B ' ) ? B

~ of a comprchensive EFTS scheme would divp;t most  of the traffic

-

the system was designed to handle. -

* [
.
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We are continuing to explore the technology and the . «

- -t - -,

r 3 - - \ - -
market that might make a macro system ec0qpmléally attractive. .

Pethaps the techrglogy will evolve to @ur_édvaﬁtage. Perhaps .

we Wwill discover that sophisticated electronic funds thransfor

Y

1mpr0vqment in the delivery function. = .

'

b -
"and eliminating the opportunities for deday, loss or erpor

systems will not eyolve.d;amatitally. Perhaps gur‘ncxt round'-

of studics will indicate the deg}rqbiiity of forging dhead en
- - ~ .
. ., vt / '

a macro system, a micro . system, qr‘both.

‘ S A ) . o S,
Personally I remain a litFlé skeptical a8 long ag we . . :

accept the glven of hard copy, output dellvered by lettpr
3 * . + w

carrlcrs. Morc than _a thlrd of present POStal gpendlng iv

devoted Lo Lhe dellvcry functlon. Délivery costs will)continuc
. . ' S
to grow as_houéeholds and busingsses multi y. Some 80% of

3

dclivery routes are motorized today, up £xom ‘30% a décgde ago,

and' we see little opportunity to achieve further produqtivity’

> x ‘ N .

- Electi?nlc mail probably will rcmaln econ&mlcally ﬁh‘“\g,

-
[

unattractive unlcss it provides clectronic output, thus

*
L N 1

obviating 4hec massgive cost of routine daily dclivery sepvice
]

: L . , [y
inherent in human intervention between the .destination terminal

* )
and the recipient. In effect, USPS stands to bencfit stt

N . N




,effect-of maklng USPS a comhon carrier. This in tuﬂh Taises’ §

. possessing the reéourceé_E61contribute-to such a system appear

through elecctronic delivery of mail as 0ppbsed to just -
- * - h ’ = *

< : : S v toa . *
clectxonic sorting or transportation. Y R .

-

. ® - " -

Any system utilﬁzipg electronic outpit, ,whenicoupled with

-

electronlc 1nput and 1ntermed1ate szLchlng, would have ‘the ']“,' s

1

- * \ ’

. a multitudg of questidhs congerning charter, regulaﬁion ands Ce

na . . . ! .

“

- national telccommunlcatlons policy. : - . R ;

. ‘ . . LT e
If fOr no :eaSOn Qghe: than cost avoidance, USPS has a ..t
e i LT v . - ' E 4

vested, interest ih‘pursuing gn eldctronic mail system what - T

-
d L] a
4 v

would reach into millions of households and bus;nesses. Such . "

-'t - [% . -’

‘a system’ could Jbe vicwed i;,ffB§SIS for EFT aPPllcatlons and ; -

’ ol

compledbntary to v01ce,.ca le and other communlcatlons

sjstems., Along withe the presént v01¢e and cable utllltles, SRR

such a system mlght repreqentﬂphe esscnce.of the Once—popular*

L]
- ‘ Ll

"wired-nation" concept. . * . . o - T N .0

AT . ' . + N

usps lacks the techniéél‘aﬁd'findncial';ﬁ50Urces to develop

. and implecment such a comprehensive system.on its own, even if

e e . ‘e

) r » * . '-.;. .". '
~the critical pglicy issues could be resolved. Those 1nst1tﬁt10gs

Y ) .I. I ) e T
[ - " - - [N

to fd&& the requisite charter €o enter the field or expand ) .
' I ' ; 'u: N ’ ' ! oL

*"upon’ their present operatiens. There may be ‘sufficient economic
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'Justlflcatlon for a compfbhen«zve clectronic mail system and

most of the technology seems avallable. Such a system

,'probably can contrlbute to ﬂQ\‘?ubllc welfare, but nd oné L

1
. .
e

can, put I't, togetheg alone. . .

[
N

[ v

J -+ The most likcly solution -~ if there is ong -~ might be. °

1 e ~

a joint venture ceptered upon USPS -« which offers a potential
charter and stands to bénetit by reduced costs -- and _

) A - LT T e >
! involving many-other parties in providipg a switched netwoxk,

i .
® *

-

value~added services, housthld-tprmin&ls‘&nd other .elements

. ,Qgﬂaé/aquncca system.‘ Thus'an appropriatc roléxﬁgf_tbe T

L] .
-
a .

" Pos tal[éerv1ce would\be sponoorlng rosearch and encourdglﬁg
e b‘ ’ 4 ‘ L]
- the deyelppment of pr0posaLsnfqr joint venturces along thesc

- lines. ;. - o .
. > : 4 . /
[ P .

This implies what many would sce as a collusion of giant

LY -,
L ’ -.] . L] ) P .‘ B . ’ - _. -_...
monopolies or a consplracy-ofzblg business, but there appears

. ' L .o
. . t :
N to be no other solut}on if, a. natienwide clectronic mail .

E N -
! - . :

% . service is tolffcome aseality in this cdntuzy.
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